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Seven Major Objectives 


Hoover Commission Research Director Summarizes Group’s Goals 


by Haroxp W. Metz 


’ \HE Second Hoover Commission made the most thorough study of the operations and activities 
of the Executive Branch of the Federal government that has ever been made. 


It sought to survey its activities, evaluate them, and make recommendations for their improve- 
ment. This Commission was not limited to the consideration of the mere structure and organization 


of the Executive agencies; but Congress di- 
rected it to consider questions of policy as: 
should the government be doing the things it 
now does. 


Since the Commission had a broad mandate from 
Congress, the major goals that it set for itself are 
significant to an understanding of its recommenda- 
tions. Because the Commission did not spell out at 
any point its major goals or principles, these are, 
to a degree, a matter of inference. After a thorough 
study of all of the Commission’s reports, I believe 
the Commission had seven major objectives. 


The first was to promote economy and efficiency. 
The Commission was ever alert to the need for dis- 
covering more economical ways of conducting the 
public business, for eliminating unnecessary activi- 
ties, and for consolidating agencies performing simi- 
lar or comparable functions. 


$5 Billion Annual Savings 


In many of its reports the Commission developed 
careful estimates of the savings that would result 


from implementing its recommendations. Probably 
at least $5 billion can be saved annually if all of the 
Commission’s recommendations are implemented. 
We all know this would make possible a balanced 
budget and some tax reduction. 


The proposals of the Commission that would pro- 
mote economy and eliminate waste are legion; they 
are scattered throughout all of its reports. As a re- 
sult, only a few examples can be cited. In its Report 
on Transportation, the Commission urged that the 
Secretary of Defense explore and effect improved 
methods to reduce the cost of packing, storing, and 
transporting the household goods of military and 
civilian personnel of the Armed Services. In its 
Report on Research and Development, the Commis- 
sion endorses a Task Force recommendation which 
urged that the Assistant Secretary of Defense for 
Research and Development, in considering research 
and development programs, should give emphasis 
to preventing duplication and that efforts should be 
made, through standardization, to prevent unwar- 
ranted duplication in weapons, As a final example, 
the Commission in its first report on Paperwork 
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Management urged the consolidation of two Bureau 

of Internal Revenue forms for reporting payroll tax 
data. This would result in large savings both to 
employers and to the government. 


Better Expenditure Control 


Another major objective was to maintain Congres- 
sional control over government expenditures. The 
Commission concluded that, “over the years, due to 
the complexity and lack of a fundamental basis of 
accounting and budgeting, ‘control of the purse’ by 
the Congress has been impaired.”! This impairment. 
it said, has been due to at least four factors: 


1. The practice of making appropriations in terms 
of the total obligational authority required to carry 
out an approved program; 


2. The lack of direct and effective control over 
costs incurred by agencies; 


3. The existence of so-called “open end” programs 
establishing commitments under authorizing legisla- 
tion to carry out certain activities where Congress is 
left with no alternative but to appropriate annually 


the funds needed; and 


4. The use of working capital funds. This means 
a segment of government spending under present 
procedures escapes effective Congressional review. 


Relative to the first of these points, the normal 
procedure is for Congress to enact appropriations 
which permit agencies to incur obligations up to 
specified ceilings. Expenditures under such legisla- 
tion are not necessarily made in the same fiscal year 
for which the funds are appropriated. As a result, 
huge unexpended balances of appropriations accum- 
ulate. At the beginning of fiscal 1954 there was 
$78.4 billion of unexpended balances of appropria- 
tions available from previous years’ funds. The 
Commission found that, “The concept of controlling 
obligations incurred by the agencies . . . is ineffective 
from the standpoint of controlling the Federal gov- 
ernment’s expenditures.”” 


To meet this problem, the Commission recom- 
mended that both the executive budget and Congres- 
sional appropriations should be in terms of esti- 
mated annual accrued expenditures, i.e., the cost of 
1S Chemie «0 Organization of the Executive Branch of the Gov- 

ernment. Budget and Accounting. A Report to the Congress, June 


1955. p. 17 
2) Ibid p. 21 
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goods and services estimated to be received within 
a given fiscal year. This would insure annual review 
of past and proposed performance under long lead- 
time contracts. 


Another factor tending to destroy Congressional 
control over the purse is the large number of “open- 
end” commitments existing in the budget. All too 
frequently Congress has enacted legislation for pro- 
grams which leave the appropriations committees 
with little discretion as to the amount to be appropri- 
ated in any year. The Bureau of the Budget has 
estimated that $15.3 billion of the 1955 expendi- 


tures were not subject to annual control. 


Another factor tending to impair Congressional 
control is the use of revolving funds. The Depart- 
ment of Defense has been making great use of this 
device. Receipts from the sale of goods and services 
are deposited to the fund and these can be spent 
without further appropriation by Congress. The 
Commission recommended that the continuation of 
such funds be reviewed to determine whether they 
add to efficient management. 


Subsidy Elimination Sought 


Another major objective of the Commission was 
to eliminate subsidies. Throughout the government 
it found a large number of subsidies to various spe- 
cial-interest groups. Obviously, these are at the ex- 
pense of the general taxpayer. All too frequently 
these subsidies are hidden because the last thing that 
their recipients want is for the public to discover 
that they are getting something for nothing. If the 
public is ignorant of the existence of subsidies, op- 
position will not develop. 


The Report on Lending Agencies contains a series 
of recommendations on the elimination of subsidies. 
The Commission proposed that the Secretary of the 
Treasury charge all lending agencies sufficient inter- 
est to cover the cost of money borrowed by the 
Treasury, and that lending agencies should be re- 
quired to charge borrowers fees and interest sufh- 
cient to cover all costs. Again, in its Report on Water 
Resources and Power, the Commission provided that 
on all Federal power projects the Federal Power 
Commission should fix the rates for which Federal 
power is sold so as to cover all economic costs of 
producing the power — including the equivalent of 
taxes paid by private industry. 
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Still another objective of the Commission was the 
preservation of private industry. It is a fact that the 
United States provides the outstanding demonstra- 
tion that the free enterprise system is the best way 
to organize the economic activity of the people so as 
to allow the maximum individual liberty and initia- 
tive while producing large amounts of goods and 
services with the minimum effort. 


Halt Government Competition 


From the standpoint of the government, the priv- 
ate enterprise system is a source of revenue out of 
which public services are financed. The more govern- 
ment competes with private enterprise by producing 
goods and services itself, the less will private enter- 
prise produce out of which taxes can be paid to 
support the government. The smaller the sector of 
private enterprise that can be taxed, the greater must 
be the amount of taxes imposed upon the enterprises 
that remain and the individuals connected with them. 
The higher the burden of taxes on the individual, 
the less is his liberty to spend his income as he de- 
sires, or to conduct his affairs as he desires. 


About a fourth of the Commission’s reports con- 
tain recommendations for terminating government 
activities competitive with private enterprise. It is 
possible to eliminate about 1,000 of the 2,500 sepa- 
rate government businesses now in operation. 


Another goal of the Commission was the mainte- 
nance of the rule of law. In a responsible constitu- 
tional republic the maintenance of the rule of law is 
of preeminent importance in the protection of the 
individual against the bureaucracy. All activities of 
the government must be conducted in conformity 
with existing law. The preservation of the separation 
of powers is of transcendent importance under our 
American system in preserving the rule of law. 


One of the Commission’s most important recom- 
mendations designed to accomplish this is in its 
Report on Legal Services. Here it is urged that a 
remedy should be made available for every legal 
wrong resulting from bureaucratic action or inac- 
tion. The existence of such a legal remedy is a 
primary requisite for the existence of the rule of law. 
... Another recommendation in this same report pro- 
posed that no bureaucratic order should be issued 
except as provided by law. 


Civilians must be responsible for the operation of 
the government as a whole. The Commission strongly 
believed that, and especially for the Armed Services. 
members of the Armed Services should not direct 
and control the ordinary civilian functions of the 
government. 


Effecting Civilian Control 


The Commission, in its Report on Business Organ- 
ization of the Department of Defense urged that the 
Secretary of Defense establish in his office an official 
to review all military requirements for supplies and 
equipment. This official could do much to check un- 
necessary spending. Likewise, in the same report 
and in Budget and Accounting, the Commission 
recommended that the departmental finance officers 
should report only to their respective civilian assist- 
ant secretaries and not to officers in the services. 
This means that the comptrollers of the services will 
be under effective civilian control. 


Similarly, it is proposed that the primary law 
officers of each service should report to a civilian 
with the rank of assistant secretary. In the Report on 
Research and Development, the Commission recom- 
mended that the Secretary of Defense use his author- 
ity to withhold funds for research projects as a 
device to promote integration and efficiency. 


The creation of legislative and executive commis- 
sions to review the multitude of intelligence activi- 
ties, as proposed in the Report on Intelligence Activ- 
ities, would do much to insure civilian control on 


these activities. 


The final objective of the Commission was to 
modernize the government. The structure and func- 
tions of the Federal government must be kept in tune 
with the times. Its structure, organization, and oper- 
ations have to be modified to fit the increasingly 
complex conditions facing our society and economy 
today. New and improved methods and procedures 
are being developed continually by American busi- 
ness and industry under the ever present spur of 
competition. Government is notoriously slow to ac- 
cept from industry such new ideas and methods. 


One of the major objectives of the Commission 
was to find out where government’s machinery and 
policies are outmoded and inappropriate to cope 
with current problems. This phase is well illustrated 
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by some of the recommendations in its Report on 
Medical Services. The Commission urged the creation 
of a Federal Advisory Council on Health to advise 
the President on the government’s medical services 
and to assist him in the coordination of such activi- 
ties. With 26 Federal agencies engaged in this work 
and with an annual expenditure of over $4.2 billion, 
there is an obvious need for some focal point in the 
government to coordinate medical activities and to 
appraise proposals for new activities in this field. 


There is another series of recommendations in the 
medical report that looks to modernizing govern- 
ment practices. Various forms of private contribu- 
tory insurance to cover the cost of medical and 
hospital care have developed in the last 15 years. 
Despite its widespread availability, the Federal gov- 
ernment has made no progress in the use of such 
insurance for its employees or for those whose med- 
ical care is its obligation. As a result, the Commis- 
sion urged the development of a voluntary contribu- 
tory program for such insurance for the civilian 
employees of the government, as well as for the 
dependents of military personnel. 


The recommendation for the creation of a Water 
Resources Board contained in the Report on Water 
Resources and Power is another instance of modern- 
ization. Here again there are a multiplicity of agen- 
cies operating with little or no central policy. There 
is an absence of machinery for coordination of their 
work and to review separate water projects for the 
purpose of determining whether they are consistent 
with national policy. The need for adequate machin- 
ery for integrating Federal programs and policies 
is imperative. 


Modernizing Civil Service 


Another modernization proposal is the one for the 
creation of a senior civil service contained in the 
Report on Personnel and Civil Service. The present 
civil service system was designed to introduce the 
idea of merit in recruiting the rank and file of gov- 
ernment workers. It does not fit the need of recruit- 
ing and maintaining the top layer of permanent 
managers and administrators in the public service. 
With the great expansion of Federal activities in the 
last quarter century, both the significance and the 
number of such top management personnel has in- 
creased, Modern conditions require the development 
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of a personnel system that will attract and hold com- 
petent men in such positions. 


A final example of a proposal for modernization 
is contained in the Report on Lending Activities. 
The Commission proposes that an Assistant Secre- 
tary of the Treasury be designated to sit ex-officio on 
the board of directors of all the Federal lending cor- 
porations to report the views of the Administration 
on credit policy. Although a multiplicity of Federal 
agencies have great powers over all forms of lending 
activities, there is no mechanism for coordinating 
them and insuring that they pursue the policies laid 
down by the President. 


Economy and efficiency, the termination of hidden 
subsidies, Congressional control of the purse, civil- 
ian control of the Armed Forces, the preservation of 
private industry, maintenance of the rule of law, 
and modernizing the government — all seem to be 
common sense objectives. The specific recommenda- 
tions of the Commission designed to attain these 
goals were proposed by a group of 12 practical men 
with wide experience in government and business 
after almost two years of intensive study. They ap- 
peal to practical men as appropriate and desirable. 
Only those whose special privileges or preferred 
positions would be ended by the recommendations, 
will oppose their adoption. 


The professional bureaucrat who has a vested in- 
terest his job and in the way he has been handling 
the public business for many years is one of the 
more insistent and effective opponents. Simply be- 
cause a proposal is new it is undesirable in his eyes, 
and if it will reduce Federal jobs, it is dangerous to 
him. Because of his experience he knows how to build 
up the case against the most desirable improvement. 


To those who desire a balanced budget and tax 
reduction, the recommendations of the Second 
Hoover Commisson offer the way to attain those ob- 
jectives. But, even though these proposals are sensi- 
ble and highly desirable, it is necessary to fight for 
them. Although the opposition is entrenched, an 
aroused and informed public can put over this 
objective. 


HAROLD W. METZ was formerly Senior Staff 


Member, The Brookings Institution, and served 
on the First Hoover Commission. 
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